




























































































































































































THE WHITE HOUSE
WASHINGTON

August 12, 1975

MEMORANDUM FOR JACK MARSG\\

FROM JIM CANNON- \&(AA————-

SUBJECT OLD DOMINION SAVINGS AND LOAN:
FEDERAL 1E LOAN MORTGAGE CORPORATION
CAPITAL REQUIREMENTS

PURPOSE: You forwarded for our review the attached
correspondence from Old Dominion Savings and Loan (Tab A)
complaining that the Federal Home Loan Mortgage Corporation's
(FHLMC) $5 million capital requirement for participating
private mortgage insurance companies is arbitrary and restricts
the entry of smaller companies into the industry. This
memorandum provides brief background to the capital

requirement issue and attaches a response for your

signature (Tab B).

BACKGROUND: FHIMC purchases mortgages insured by private
mortgage insurance companies (PMIs). By statute, FHLMC is
required to establish eligibility requirements for
participating PMIs. Under the FHLMC regulations, eligible
PMIs must meet capital requirements of $5 million. The
mortgage insurance industry at large has, according to FHLMC,
viewed the $5 million as a minimum which should be raised.
Recent entries into the national mortgage insurance business
have been capitalized at multiples of the FHLMC requirement.

Three small PMIs capitalized at well under $5 million are
complaining that the requirement is discriminatory. These
companies are Secura Insurance, Mid Atlantic and Home
Guaranty (the subject of the attached request).

RECOMMENDATION: FHLMC is a quasi regulatory agency under the
Federal Home Loan Bank Board. The issue is a regulatory
matter which has been brought to the attention of the
Counsel's office. I suggest you sign the attached
acknowledgement. Counsel's office (Chapman) concurs.

ACTION: The attached response is for your signature (Tab B).




THE WHITE HOUSE

WASHINGTON

August 30, 1975

Dear Fred:

Thank you very much for your letter of July 17 regarding
the Federal Home ILoan Mortgage Corporation's capital
requirements for private mortgage insurance companies.

It seems to me that your comments have great merit, and

I am hopeful that an appropriate resolution of the
pProblem.can be found. ‘ o . ,

As you know, the Federal Home Loan Banking Board and the
Federal Home ILoan Mortgage Corporation are quasi-regulatory
agencies, and it is our policy to work through the office
of ‘Philip Buchen, Counsel to the President, in resolving.
matters relating to them. I have talked with Phil about
your letter, and I am sure he will look into the matter.

. I very much appreciate your bringing this matter to ny
attention. -

With best wishes and warm personal regards,

Sincerely,

John 0. Marsh, Jr.
Counsellor to the President

Mr. Fred L. Glaize, Jr. )

Old Dominion Savings and Loan Association
Post Office Box 826

202 West Boscawen Street

Winchester, Virginia . 22601









